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Management 


REVIEW 


EN a writer turns out an essay on the 

need of censorship in advertising, it 
will sometimes be a rather persuasive piece, 
since he can talk about a great many easily 
grasped concepts with which most of his 
readers are familiar. If he asserts that “the 
claims of advertisers are extravagant,” the 
majority of people will nod their solemn 
assent at the statement and read on. 

H. R. Van Deventer in Advertising Faces 
Censorship (page 185) has written such an 
article. He compares present-day a 
ing techniques with those of a generation 
ago, when 80ap was advertised merely as 

“good soap” and suspenders as “very stretch- 
able” Mr. Van Deventer states, a trifle nos- 
talgically: “In those days there was dignity 
in pry say Further, he declares that 
part of the depression, at least, can ‘be laid 
at the door of high- -pressure adverti 

Yet in a book reviewed in this issue, ‘Con- 
sumers and the Market” (page 212), the 
author quotes Dr. Johnson from The Idler of 
January 20, 1758: “Advertisements are now 
so numerous that they are negligently per- 
used.” Dr. Johnson’s further observation 
was that advertisements were just “promise, 
large promise.” This would indicate that 
advertising has been, and probably ever will 
be, subject to criticism. Its critics will 
doubtlessly always urge such qualities as 
truth, relevancy and dignity. 


1790 France issued 400 million francs 
in paper currency, which were intended 
to insure that country a brilliant future. The 
value of these assignats, so called, was de- 
clared to be “real and immutable.” Later 
it was deemed necessary to print another 
large issue of bills to be secured the 
faith of the French nation. This second dose 
of inflation proved so disastrous that peo- 
ple had to use suitcases for wallets. 

Charles J. Bullock in Uncle Sam at the 
{nflation Rubicon (page 206) states that 
the monetary process now under wey in the 
United States will have essentially the same 
result as France’s pa money, the only 
difference being that the present method is 
not so obvious as issuance of paper currency. 
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Current Comment 


THE RECOVERY OUTLOOK 


I. is hardly necessary to say that 
the 1933-37 recovery did not reach true prosperity levels. Eight 
million unemployed people does not spell prosperity. In spite 
of the inventory accumulation which occurred, it is doubtful 
whether enough was being produced to maintain indefinitely the 
standards of living we were enjoying. This is because of the 
low level reached in the building of factories and residences. 
And because capital was produced to so small an extent, the 
recovery movement was inherently weak. No recovery move- 
ment which has ever occurred has had interruptions more im- 
portant than those which recurrently arose: especially in Au- 
gust, 1933, and in July, 1934, and to a lesser extent in Febru- 
ary, 1935, and in January, 1936. It is this fact which explains 
the almost universal failure to foresee the 1937 downturn. A 
precarious expansion had existed so long that we came to over- 
look its precariousness. 


The underlying cause of the 1937 decline was the fact that 
capital goods production did not get well started. The recovery 
was never on a sound basis. 


Another outlook faces us in the spring of 1938. We have 
just passed through one of the most rapid contraction periods 
in the history of business. This is in marked contrast with the 
decline of 1929 to 1932. The earlier decline was constantly 
cushioned, and deflation essential to readjustment was continu- 
ally deferred. Any maladjustments and unbalanced situations 
existent in 1937 have been quickly readjusted and corrected. 
Practically no postponement and artificial restriction, other than 
the maintenance of artificially high wage rates, has stood in the 
way of quick readjustment. 


Business conditions have shown but a slight decline since 
last December. With the almost untrammeled operation of pre- 
disposed forces, a leveling has occurred. This leveling indicates 
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that the forces of recession have pretty well spent themselves. 
Stated in another way, the nearly level movement for six months 
to date indicates that the self-reinforcing forces of decline are 
only slightly stronger than the self-limiting forces. Consuraption 
is now being drawn partly from inventories, but shortly produc- 
tion will have to proceed at as rapid a rate as consumption. The 
need for many types of durable goods is becoming urgent. New 
residences are needed in many communities. The need for new 
factories is not so obvious because of the low level of current op- 
erations, but will become so once improvement has proceeded 
some distance. 


This is because capital equipment has been worn out faster 
than it has been replaced for eight years. The wearing out of 
capital equipment has proceeded so far that soon we will be 
faced with an urgent demand for its replacement, somewhat 
comparable to that existent in the automobile industry from 
1934 to 1936. Together with the need for durable goods, there 
is a large accumulation of savings seeking investment. One fur- 
ther factor whose force in the downward direction has waned is 
that of legislation unfavorable to business enterprise. 


When the forces tending to halt the downward movement 
overbalance the forces tending to continue the movement, the 
turning point is reached. Prosperous conditions do not occur 
immediately, however, and if the level of operations is as low as 
that now existent it is apt to take at least a year before real 
prosperity arrives. The reasons for this are many. Morbid mal- 
adjustments disappear only slowly even after recovery gets 
under way. Uncertainty regarding the future is only slowly dis- 
pelled. Purchasing power increases cumulatively, but it re- 
quires time for momentum to be built up. It is only after 
consumer demand, based on purchasing power, has increased 
considerably that the points where new capital goods are needed 
become obvious. At the present time, recovery will proceed 
more slowly than it otherwise would, because of the maintenance 
of artificially high wage rates and because of urgent demands in 
some quarters for a guarantee of economic salvation. 


ELMER C. BRATT, 
Lehigh University. 
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GENERAL MANAGEMENT 


Recession—and the Way Out 


This present recession cannot be as- 
cribed to such factors as lack of pur- 
chasing power, the decline in govern- 
ment spending, or a failure of .wages 
to keep pace with prices. The 
truth of the matter is that wage rates, 
prices and productivity got seriously 
out of balance in 1937. 

Labor’s attempt to obtain higher 
money wages than are economically 
possible has led to much lower earn- 
ings for workers and lower standards 
of living. While wage rates at the 
present time are appreciably above the 
levels of 1936, the weekly, monthly 
and annual earnings of labor are now 
very much lower. Thus the goal of 
high wages and national prosperity 
has failed to be realized; on the con- 
trary, national income has shrunk, 
and all our economic, social and poli- 
tical problems have become more 
acute. 


This depression has been marked by 
the following features: (1) an unpre- 
cedented decline in stock prices, 
amounting to nearly 50 per cent; (2) 


an exceptionally drastic curtailment of 
production and employment; (3) a 
very slight reduction in wage rates; 
(4) a comparatively small decline in 
prices of raw materials (about 20 per 
cent), a modest decline in wholesale 
prices of finished products (about 8 
per cent), and a negligible decline in 
retail prices (a scant 2 per cent). 

Wage rates, in general, remain near- 
ly at the peak of 1937. Prices in some 
industries are inordinately high. For 
example, the prices of iron and steel 
are over 10 per cent higher than in 
1936; building material prices have 
declined less than 8 per cent and are 
well above the levels of 1936. In 
short, in the fields where the advances 
in prices and costs in 1937 were most 
pronounced and the destructive effects 
the most severe, we have had thus far 
a minimum of readjustments. Unless 
we reverse the trends primarily re- 
sponsible for the maladjustments of 
1937, we cannot restore a sound basis 
on which to build a new advance. 

In other periods of depression | 
have not been one to urge any ma- 
terial reduction in wage rates. But 


*For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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this time substantial reductions in 
wage rates in numerous lines must ac- 
company—and make possible—sub- 
stantial reductions in prices. Anyone 
who contends that wage rates must be 
maintained at this time is no true 
friend of labor. Unwittingly he is 
urging a policy which will tend to 
perpetuate unemployment and low 
standards of living. By Harold G. 
Moulton. The Rotarian, June, 1938, 
p. 13:5. 


Advertising Faces Censorship 


Back in the mauve decade, when 
most of the paunchy-looking “execu- 
tives” who are now running around 
looking for jobs were young, happy 
and prosperous, the world moved 
along pretty well by reason of every 
man’s faith in himself and his neigh- 
bor, and some of us even believed in 
God. 

Advertising in those days was a 
simple thing. We had Pears Soap; 
and soap was all it claimed to be. 
Pears never dreanied that it had any 
particular curative powers or that it 
was an aid to béauty. Royal Baking 
Powder was advertised as a “good 
baking powder” for making bread and 
the like and laid no claim to supply- 
ing the body with vitamins. While 
some of the boys and girls seldom 
bathed (and were fairly popular in 
spite of it!) and others had a breath 
not a bit like the Odors of Araby, no 
one had the gall to advertise these 
shortcomings for the sake of selling 
soaps or gargles. 

' There was dignity then in advertis- 
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ing. Cigarettes in those days were 
cigarettes. We bought different brands 
because they packed different pictures 
in them. Although the Purity Brigade 
used to go into action over pictures 
of Lillian Russell clothed from tip to 
toe in tights, Lillian herself was 
too much of a lady to “endorse” the 
cigarettes. And no one cared whether 
they were toasted, roasted or “secret 
processed.” 

Now we are confronted on every 
side with beautiful girls stripped to 
their panties or less, as a selling lure 
which has no more relation to cigar- 
ette smoking or cigarette quality than 
a Blind Venetian has to a Venetian 
Blind. Even the opera tenors are 
dragged in to tell us what they think 
about it—and who cares? Consider 
the automobile. Everyone of ’em to- 
day is “De Luxe”—every engine is 
“super” powered. 

There is little doubt that some of 
the depression at least can be blamed 
on highgpressure advertising which 
created artificial demands for goods. 
Cheap, dishonest and lurid advertise- 
ments are undermining public faith in 
all advertising. Among consumer and 
other groups there are signs in the 
wind that advertising is headed for a 
fall. More than 60 bills to regulate 
advertising await Congressional ac- 


. tion. 


Will manufacturers and advertising 
agencies clean up this threatening sit- 
uation before embattled consumers 
force federal censorship? Who is go- 
ing to be the first to break away and 
insist on thorough clarity of state- 
ment and confine advertisements to a 
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presentation of the goods without 
dragging in fanciful pictures of ir- 
relevant matters, some of which would 
disgrace the children’s comic strips? 
By H. R. Van Deventer. Public Rela- 
tions, First Quarter, 1938, p. 22:2. 


The National Housing Riddle 


Search for a flagship to lead the re- 
covery fleet has brought new emphasis 
on the economic importance of hous- 
ing. High hope has been expressed 
that if a nation-wide housing program 
can be pushed forward it will be a 
potent medium for reemployment of 
capital, labor and durable goods. 

The national residential vacancy to- 
day is astonishingly low—probably 
less than 3 per cent. And by the end 
of 1941, the Brookings Institution has 
estimated, 4,500,000 new homes will 
be needed. Why, then, has the residen- 
tial building industry been unable to 
go “full steam ahead”? 

One answer is that the anchor is 
being snagged by rental rates that have 
fallen much faster than other items in 
the cost of living. By December 15, 
1937, though the total cost of living 
index had receded only to 84.5, that 
of rent had fallen to 69.3—far lower 
than any of the component items of 
food, clothing and fuel, which then 
stood between 82 and 87. But although 
this factor, along with the increasing 
burden of taxation, is probably the 
major cause of stagnation in residen- 
tial construction, there are other 
straws in the wind: under-investment 
in real estate by people. of wealth and 
by life insurance companies; inflated 
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labor costs; general shrinkage in the 
volume of mortgage indebtedness 
throughout the country; and a vast 
amount of money idle and awaiting 
investment. 

For the ultimate success of a hous- 
ing program, taxes must be curtailed 
by legal or constitutional limitation. 
The Government should dispel uncer- 
tainty among real estate investors by 
refraining from entering the field as a 
subsidized competitor, and from 
pumping its IOU’s into lending insti- 
tutions, displacing investments in real- 
ty loans. But the solution of the prob- 
lem must strike deeper: Rents must 
rise, and they cannot rise to any 
marked degree until family income in- 
creases; family income cannot increase 
until employment is resumed; and em- 
ployment will not be resumed until be- 
wildered capital emerges from its 
storm-cellar, where it has taken refuge 
from governmental wrath. In real 
estate, as in every other industry, con- 
fidence is the missing element—con- 
fidence not only in the good sense but 
also in the good faith of governmental 
policy. By Robert H. Armstrong and 
Lawrence B. Cummings. Barron’s, 
May 23, 1938, p. 3:1. 


How the Employer Can Reduce 
Unemployment Taxes 


In most state unemployment insur- 
ance laws “merit rating” is a feature 
of especial significance. Even in the 
10 states where merit rating is not 
included in the laws, it is fairly certain 
that it will be applied. 

Merit rating means that the funds 
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credited to your account as an em- 
ployer will be debited with with- 
drawals for benefits paid to your for- 
mer employees. If your labor turnover 
is high, the withdrawals from your ac- 
count may be large, resulting in an in- 
crease in your tax rate. 

You dare not wait until 1942 to re- 
duce labor turnover, because merit 
rating will be based on your experi- 
ence prior to that year. You as an 
employer are now determining the 
amount of your tax in 1942 and there- 
after. In Ohio, for example, beginning 
in 1942 an employer may pay 1 per 
cent tax if he has had a low labor 
turnover, or as much as 4 per cent if 
his labor turnover has been high. Thus 
labor turnover becomes costly not only 
on its own account but also by virtue 
of the higher payroll taxes which it 
will cause. 

With this in mind, reductions in un- 
employment taxes can be effected 
through four main avenues: manufac- 
turing, marketing, personnel and man- 
agement. Under manufacturing fall 
such devices as: (a) semi-processing 
in off-seasons; (b) manufacturing fin- 
ished goods to stock; (c) simplifica- 
tion of the line; (d) integration of the 
sales and manufacturing budgets; (e) 
in some states, reduced working hours; 
and (f) vacations in the off-seasons. 
Under marketing are included: (a) in- 
creasing off-season demands for com- 
pany products (by such methods as in- 
creased advertising, reduced prices, 
premiums, sales contests, and induce- 
ments to dealers and jobbers) ; and (b) 
adding to the existing line of products. 
Personnel devices for decreasing unem- 
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ployment levies include: (a) improv- 
ing the quality of selection; (b) train- 
ing; (c) retraining; (d) rating each 
employee’s productivity or ability; 
(e) use of the Flying Squadron prin- 
ciple; and (f) centralization of the 
personnel department. Under manage- 
ment tactics come: (a) maintenance 
work in off-seasons; (b) making avail- 
able to supervisors adequate digests of 
state unemployment laws, accom- 
panied by directions as to what they 
are to do about these laws; (c) en- 
couragement of promotion from within 
the organization; (d) changing exist- 
ing sales outlets to the status of in- 
dependent sales agents; (e) utilization 
of college juniors for summer work; 
and (f) cooperative use of employees 
frem other concerns which have differ- 
ent employment peaks. 

Various other pertinent details are 
included in this article. By Eugene J. 
Benge. The Society for the Advance- 
ment of Management Journal, May, 
1938, p. 99:5. 


Seventh International Manage- 
ment Congress 


The Seventh International Manage- 
ment Congress—which is the first to 
be held in the United States, where 
the “management movement” had its 
origin—will convene in Washington, 
D. C., September 19 to 23. The gen- 
eral and technical sessions of this Con- 
gress will provide business and indus- 
trial leadership with an unusual op- 
portunity to discuss and confer on 
hundreds of topics related to the vast 
field of management. 
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At the general sessions, speakers 
from the United States and foreign 
countries will discuss the economic 
and social forces affecting business 
enterprise in present-day society. Ad- 
dresses will be given in pairs, to intro- 
duce the American and the foreign 
points of view. 

The technical sessions will embrace 
discussion of recent developments in 
management techniques in the fields of 
administration, production, distribu- 
tion, personnel, agriculture and the 
home. Papers of over 200 experts 
from more than 40 nations will have 
been printed and distributed to the 
delegates prior to the Congress. At 
the simultaneous technical sessions 


OFFICE MANAGEMENT 


Savings in Telegraph and 
Telephone Service 


Several additional communicating 
economies have been brought to the 
attention of Americar, Business since 
the publication in its February issue 
of the article, “12 Ways to Cut Com- 
munication Costs.” 


For example, Western Union Tele- 
graph Company has a service for “se- 
rial messages.” Instead of sending 
messages at the straight day rate, they 
are marked “serial.” When within one 
day there has been a series of a mini- 
mum of three messages, they are rated 
as one message at day-letter rates plus 
one-fifth (rounded off to the nearest 
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these papers will provide the basis for 
discussion. 

Tours which will cover selected ex. 
amples of American management prac- 
tice will be conducted for foreign and 
American delegates. Seven volumes of 
proceedings will be made available 
to all delegates, and at a non-profit 
price to all others. Representing the 
United States in the meeting is the Na- 
tional Management Council of the 
United States of America, of which the 
American Management Association is 
a member. 

Business headquarters have been es- 
tablished by the Congress at 29 West 
39th Street, New York, N. Y. 


5 cents). The economy in this service 
is apparent when we realize that at 
tke straight rate three messages would 
cost, let us say, 49 cents each. Serial- 
ly marked and treated as one message, 
these same messages would average 20 
cents each. They must, however, be in 
a series of three within one day. 

Another service is called “time wire 
service.” A hook-up is provided and 
wire service is available in units of 
three minutes each. The rate is based 
upon the time element instead of the 
word element. 

One company reports a solution to 
the problem of personal telephone 
calls. Many of this firm’s employees 


live in suburbs to which calls cost | 
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approximately 10 cents each. Previ- 
ously employees living in the city 
were privileged to use the phone, but 
those residing in the suburbs were 
penalized by being charged the toll 
rate. This problem was finally settled 
by the company’s absorbing all subur- 
ban toll charges on personal calls up 
to 50 cents per. month for each em- 
ployee. However, if the monthly toll 
charges total $1.00 or more, the em- 
ployee is billed for the entire amount. 
American Business, May, 1938, p. 
61:1. 


Making Your Technical 
Reading Pay 


How to file valuable technical ar- 
ticles or periodicals is a perennial 
problem in office organizations. Some 


solve it by a cross-indexing system 
covering the articles of interest, a te- 
dious and time-consuming task. Others 
solve it by simpler yet effective meth- 
ods which require little time or effort. 
One such method is here described: 


At the end of each month the maga- 
zines which have been collected are cut 
along the binding edge inside the sta- 
ples, on a guillotine cutter, to free the 
pages. If necessary, the pages are 
trimmed to fit letter-size folders. Next, 
the articles in the editorial sections are 
separated, those containing two or 
more pages being stapled together at 
the upper left-hand corner. When an- 
other article begins on the opposite 
side of a page where one article ends, 
the relative importance of the two ar- 
ticles must determine which is to be 
kept intact. 
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The articles are filed in folders ac- 
cording to each reader’s idea of the 
breakdown best suited to his duties. A 
typical breakdown is: office; purchas- 
ing and store-keeping; factory (sub- 
divided into design, equipment, opera- 
tion, control and comparison); mar- 
keting; employment, welfare and la- 
bor; promotion of quality and quan- 
tity; finance; and betterment (sub- 
divided into technical, manufacturing 
and management betterment). When 
an article can be included under two 
or more headings, it should be filed 
in accordance with the phase stressed. 
When folders become too bulky, it is 
helpful to provide logical subdivi- 
sions. The procedure will completely 
obviate the necessity of indexing. 

By means of such a system, invalu- 
able collections of related articles will 
accumulate over a period of time—a 
ready source of solutions to office and 
factory problems. By W. C. Zinck. 
Mill & Factory, May, 1938, p. 84:2. 


How a Better Order Routine Can 
Increase Profits 


Almost without exception, business 
houses today are eliminating duplicate 
typing of orders, shipping tags and 
supporting papers. Many innovations 
can be found. For instance, when the 
order-invoice is typed, one operation 
suffices to make sufficient copies for 
recording and statistical purposes, as 
well as shipping requirements, includ- 
ing the shipping tag or sticker. 

An improved order-desk arrange- 
ment has been developed by a Chicago 
manufacturing and sales company. 
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Around the sides and back of the desk, 
extending upward approximately 2} 
feet, a mat board is placed. On this 
board the various price and shipping 
schedules are placed, readily visible 
at all times by the order clerk. This 
device has obviated the difficulty of 
consulting an indexed order book or 
price and data sheets, and telephone 
conversation has improved because the 
board tends to exclude surrounding 
sounds. 

One company has done away with 
monthly statements. Extra copies of 
the invoices are accumulated in the 


customers’ files, and at the end of the 
month they are transmitted to the cus- 
tomers with adding-machine tape sum. 
maries. 

Elimination of multi-color printing, 
consecutively numbered forms, and 
vari-colored copies, as far as possible, 
will reduce printing costs. Standardi- 
zation of forms and of paper weights 
and grades will prove economical. 

A highly efficient order routine, 
that of Bauer & Black, Inc., is des- 
cribed in this article. By Harry L. 
Wylie. American Business, May, 1938, 
p- 26:3. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, | 
Wage Theory, Migration 


What the 40-Hour Week Did 
to France 


Generalization of the 40-hour week 
was initiated in France in October, 
1936, and was three-quarters com- 
pleted by April, 1937. America can 
conceivably learn much to her advan- 
tage from French experience in the 
year that has since elapsed. 

Socially, the measure aimed to re- 
duce cyclical unemployment; econom- 
ically, it was intended to stimulate na- 
tional purchasing power. From the 
short-term point of view at least, it has 
accomplished neither. Though it can 
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be said with some degree of certainty 
that the shorter week caused a rise in 
hourly wages of 20 per cent, French 
workers are earning less by the week 
because they are largely on short time. 
In some industries labor efficiency has 
dropped appreciably; in others it has 
been maintained, but often by reason 
of increased mechanization. 

Figures available indicate that the 
40-hour week has not proved a radical 
cure for unemployment. Theoretically, 
employment should have increased 
from 13 to 16 per cent. The actual in- 
crease has been 8.4 per, cent; but this 
vanishes altogether, and a decline 
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is registered, when one considers that 
military service has been lengthened 
from one to two years, and the school- 
leaving age raised from 13 to 14 years. 
All indications point to a measurable 
reduction in purchasing power and a 
lowering of the standard of living. 

France, like America, has her starry- 
eyed statesmen; but the 40-hour week 
which they have legalized has proved 
to be an expensive luxury. Its grave 
disadvantages are by no means offset 
by somewhat nebulous benefits—the 
incentive it provides for technological 
improvements, and its effect on public 
health. By R. Ph. Schwarz. Factory 
Management and Maintenance, May, 
1938, p. 68:5. 


Make Waste Work for You 


Right this minute industrial engi- 
neers somewhere are showing their 
companies how to turn old, expensive 
nuisances of industrial wastes into 


brand-new sources of handsome 
profits. 

Consider, for instance, the smoke 
from factory chimneys. If it contains 
from 8 to 15 per cent carbon dioxide, 
it can be profitably collected for man- 
ufacture into dry ice. With dry ice 
finding use in an amazing number of 
processes, from refrigeration to coal 
mine blasting, the market for smoke- 
stack gases is widening every day. 
And not only is the recovery of smoke 
profitable; better public relations 
seems reason enough for eliminating 
it. 

Slag from steel mill blast furnaces 
is now made into aggregates for con- 
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crete, mixtures for strengthening oil 
and asphalt-surfaced roads, railroad 
ballast, insulating material and fertil- 
izers. It is also being sold to cement 
mills for blending with the clinker 
which is ground into cement. Zinc 
used to be a nuisance in some blast 
furnaces, choking the gas-outlet pass- 
ages; but now engineers add salt to 
the charge, transmuting the zinc to 
zinc chloride, which is collected and 
sold. Machine shops have vacuum 
systems to seize tiny scraps of metal 
as fast as they are cut, and briquetting 
machines to pack the chips like snow- 
balls. 

To protect the Red Cedar River 
against pollution, George A. Hormel 
& Co. spent more than $70,000 on a 
plant for the disposal of pork wastes; 
and experience has shown that the dis- 
posal plant can make, for about $12 
per ton, fertilizers which buyers value 
at $20 per ton. 

Brand-new industries are lurking in 
the wastes of factories, awaiting their 
discoverers and ready to reward them 
or their companies with a fortune. By 
Edwin Laird Cady. Forbes, May 1, 
1938, p. 14:3. 


Current Vacation Policies of 
500 Companies 


A recent survey of the vacation pol- 
icies of 500 companies indicates that 
the present downward swing in busi- 
ness has had little effect on the policy 
of the average concern. 

Only 13.46 per cent of the com- 
panies which responded in this study 
are making any change whatever in 
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their policies. Only 1.47 per cent are 
curtailing vacations with pay, and 7.35 
per cent are requiring longer vacations 
of employees without pay to reduce 
payroll expenses. It is evident from 
a study of all the reports received that 
business considers the idea of reducing 
vacations, or of depriving workers of 
vacation pay, with utmost reluctance 
and only as a matter of dire necessity. 
The traditional “two weeks—full 
pay” vacation plan will continue to be 
used by 35 per cent of the companies 
who reported specific plans. Most of 
the firms require a year’s service be- 
fore the beginning of the vacation pe- 
riod to earn two weeks’ vacation with 
pay, but a few stipulate only six 
months’ service. For a shorter service 
period most of the companies grant 
one week’s vacation with pay. 
Salary reductions are approached 
just as reluctantly by business as is 
reduction or alteration of vacation 
plans. Out of the 500 companies ques- 
tioned only 7.9 per cent contemplate 
salary cuts in the near future. At the 
time of the survey these companies as- 
serted that reductions were definitely 
on schedule, and some of them set 
May | as the date for reductions to be- 
come effective. In addition to the com- 
panies which are definitely planning 
or have already inaugurated cuts, 13.2 
per cent state that reductions are pos- 
sible, that they are considering reduc- 
tions, or that reductions are inevitable 
unless business improves and improves 
quickly. If all these companies do re- 
duce salaries, the total reductions 
would still be only 21.1 per cent. Of 
course it is possible that cuts may have 
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been more widespread than the survey 
indicates, or that some companies are 
still whistling to keep up courage. 
American Business, May, 1938, p. 
14:2. 


Effects of Mechanization in Cigar 
Manufacture 


During the past 20 years there has 
been a marked reduction in the con- 
sumption of cigars simultaneous with 
a rapid increase in the use of ma- 
chinery for their production. As a 
result of both of these factors, the 
number of employees in the industry 
has declined by approximately one- 
half, and there would have been a 
still greater decrease had there not 
been a substantial reduction in the 
average hours of labor per worker. 
Perhaps of even greater social sig- 
nificance is the fact that when cigar- 
making machinery is introduced in a 
factory it results in the elimination of 
the skilled, rather highly-paid, hand 
cigar makers and the substitution of 
unskilled or semi-skilled operators. 
Monthly Labor Review, May, 1938, p. 
1100:22. 


Hard-Core Unemployment 


In the wake of the lumbering, min- 
ing and petroleum industries, the 
United States is dotted with rural in- 
dustrial districts that missed prosperi- 
ty in the middle twenties and failed to 
respond to the forces of recovery in 
1934-37. Broadly speaking, there are 
21 such sections in the country, cover- 
ing a wide geographical area. These 
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are the communities to which the term 
distressed has come to be applied— 
communities dependent on decadent 
industries for their sustenance. So 
unyielding has their unemployment 
proved that it can be described as 
“hard-core” unemployment. 

In regions wholly dependent for 
their employment on a single raw ma- 
terial industry, the most accessible 
coal, timber or ore, as the case may 
be. is exploited first. However, as 
raw material becomes more inaccessi- 
ble, unit costs of production rise. Ul- 
timately, more favored competitors in 
the same industry will succeed in cap- 
turing markets from the vulnerable 
communities; or costs may reach such 
a level that other products, until then 
not competitive, reduce the demand. 
Such factors as unwise tax policies 
(e. g., taxes on unmined coal or stand- 
ing timber), unexpected changes in 
freight rates, and producers’ decisions 
to cease operation of less efficient 
plants or mines, may influence the fate 
of the areas. Whatever the reason, 
the enterprises fold up, and the result 
is industrial stagnation. 

Why does not the stranded popula- 
tion migrate to urban centers where 
chances of employment are somewhat 
brighter? Undoubtedly the availabil- 
ity of relief so long as one remains in 
one’s place of legal domicile is a fac- 
tor in freezing excess population in 
the distressed districts. Perhaps some 
form of controlled or government-sub- 
sidized migration from these areas to 
communities where jobs are likely to 
increase would be preferable to the 
present do-nothing policy. Be that as 
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it may, there is little hope that the de- 
pressed regions can be restored to eco- 
nomic health. In them, the clock of 
industry has finally run down. 

The problem has national implica- 
tions, for the same forces which 
doomed these areas are operating in 
many other rural industrial communi- 
ties which at present show no surface 
signs of decline. And unless govern- 
mental action is taken to attack the 
problem, these other communities will 
go the same road to economic decay. 
By Pierce Willams. Survey Graphic, 
June, 1938, p. 346:7. 


Power Farming and Labor 
Displacement 


The same forces of drought, depres- 
sion, and power farming which are 
displacing tenant farmers and laborers 
in the Texas panhandle are operating 
in southwestern Oklahoma and the 
Mississippi delta. 

Wheat farming is being mechanized 
rapidly and cotton farming still more 
rapidly. Between 1929 and 1936 trac- 
tors increased 25 per cent in the five 
leading wheat-producing counties of 
Oklahoma. Within the same period 
the number of tractors increased from 
3170 to 4176, or 31.7 per cent, in the 
five leading cotton-producing counties 
of the state. 

Mechanization is invading the Mis- 
sissippi delta. Though some planta- 
tions still employ the “one man, one 
mule” method, others are adopting the 
use of 4-row machines drawn by trac- 
tors, which enable one laborer todo the 
work of eight mules and eight negroes. 
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In the Mississippi and Arkansas deltas, 
a mobile labor reserve (recruited 
largely from tenants, croppers and 
laborers who have had the ground cut 
from under them) is developing to 
meet seasonal hand labor peaks as a 
condition essential to preharvest me- 
chanization. 

The position of the landless, mobile, 
intermittently employed wage earners 
of industry is being increasingly ap- 
proximated in important sections of 
agriculture. Many tenants who have 
tilled the land on the family-farm 
basis are made landless, forced by the 


machines into the towns, or reduced 
to day labor on the farms. Large 
numbers who have gone to the towns 
have fallen on relief or have sought 
refuge in distant states. 

Shall transformation of the rural 
structure along industrialized lines be 
allowed to pursue its course? Could 
it be impeded or modified if we 
would? Clearly, the problem of hu. 
man displacement in the cotton belt 
cannot be postponed to the future. It 
faces us now. By Paul S. Taylor. 
Monthly Labor Review, April, 1938, 
p. 852:16. 


Labor Relations: Collective Bargaining, Employee Rep- 
resentation, Arbitration 


The Promise of Industrial 
Arbitration 


Within less than a year of existence, 
the Industrial Tribunal of the Ameri- 
can Arbitration Association has proved 
to be a significant development in in- 
dustrial self-government. 


The Tribunal has already handled 
a wide range of cases arising under 
labor union contracts—trivial _inci- 
dents, grievances, knotty points which 
require final interpretation. A pre- 
requisite to arbitration by this body is 
that there be a contract containing an 
arbitration clause; if there is no con- 
tract with an arbitration provision, 
the first step is for the parties to enter 
into a signed agreement to arbitrate 
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their differences. (Many employers 
and unions are now writing into their 
contracts a clause stipulating that 
arbitrators of disputes shall be named 
by the American Arbitration Associa- 
tion.) Should there be disagreement 
as to the nature of the differences, the 
Association requires that the exact 
matters of dispute be reduced to writ- 
ing. 

A panel of arbitrators has been 
selected by a special administrative 
council, composed of 10 labor people, 
10 employers and 10 members of the 
general public. A list of arbitrators 
chosen from this panel is submitted to 
each of the disputants, and they are 
permitted to strike from the list any 
names unsatisfactory to them. Out of 
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those left, the Association names the 
arbitrator for the case. If both sides 
wish, a board of arbitration may be 
chosen. Fees for the service are nom- 
inal—$10 for each side is the average. 
A dispute can be settled 24 or 48 
hours after it is presented to the As- 
sociation. 

In cases thus far decided, roughly 
half have been won by labor and half 
by the employers. Among the ques- 
tions which have been determined are 
these: If an agreement grants employ- 
ees a week’s vacation with pay, are 
those who have been laid off before 
vacation time entitled to their vaca- 
tion pay? When a machine replaces 
hand production, how shall wages be 
readjusted? Under what circumstances 
may an employer refuse to reemploy 
a workman after a strike? Under 
what circumstances may foremen and 
assistant foremen, not members of the 
union, perform services which deprive 
union members of employment? 

Numerous interesting case histories 
are related in this article. By Webb 
Waldron. Survey Graphic, May, 1938, 
p. 275:9. 


Labor in the Pacific Coast 
Paper Industry 


Since 1934 most of the paper mills 
in the Pacific Northwest, and subse- 
quently some of the California mills, 
have been working under a form of 
collective bargaining referred to by its 
participants as “collective on both 
sides.” Under this method the group 
of paper mills in this region forms 
the unit for dealings between the em- 
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ployers and the workers. Once an 
agreement is reached, it is recognized 
as valid by all the companies and their 
employees. 

Originally, two unions (the Inter- 
national Brotherhood of Papermakers, 
a craft union, and the International 
Brotherhood of Pulp, Sulphite and 
Paper Mill Workers, a semi-industrial 
union) had approached the paper 
companies in this region individually. 
A successful beginning for collective 
bargaining on a broad basis was 
founded upon an agreement between 
these unions designating a single unit 
of representation, the Pacific Coast 
Pulp and Paper Mill Employees As- 
sociation. 

Under this system, each local of 
either union elects three delegates. A 
few days before the annual meeting 
with employers, the delegates meet to 
choose from among themselves a ne- 
gotiating committee and to formulate 
policy to guide the latter. 

Agreements made by the negotiating 
committee must be submitted to a ref- 
erendum of the workers. Only mem- 
bers of the two unions, who comprise 
95 to 98 per cent of the eligible em- 
ployees, may vote; and ratification de- 
pends upon the acceptance of a ma- 
jority of those voting, regardless of 
whether a majority of a local or of 
one of the Brotherhoods is against it. 
The decision is binding on all locals. 

On their side, the mill owners have 
formed an association, parallel to the 
workers’ group, called the Pacific 
Coast Association of Pulp and Paper 
Manufacturers. This body has like- 
wise selected a negotiating committee, 
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which completes the basic machinery 
for collective bargaining. To obviate 
the possibility that agreements entered 
into tentatively by the workers’ nego- 
tiating committee might be rejected by 
the union membership in the hope of 
further concessions, the employers 
have taken the position that the first 
agreement approved by the negotiating 
committees would be their final offer; 
that no possible concessions would be 
held back; and that negotiations 
would not be reopened in the event 
the agreement was not ratified. In 
1936 the policy of permitting all dele- 
gates and management representatives 
to attend negotiations as observers was 
initiated. 

The first annual agreement under 
this procedure provided for the estab- 
lishment of a Joint Classification Com- 
mittee, which was instructed to classify 
all similar jobs in the various mills 
and, on the basis of rates initially ad- 
justed by the negotiating committees, 
to determine prevailing adjusted rates 
for the various jobs. Under the agree- 
ment all the mills were to pay ex- 
actly these prevailing rates, except 


that there were to be no downward — 


revisions in existing wage scales. 

Its work completed, the Joint Classi- 
fication Committee has given way to 
an advisory body, the Permanent Clas- 
sification Committee, which does not 
include the workers’ representatives. 
This permanent committee interprets 
the scope of the agreement, and modi- 
fies job standards and classifications to 
conform to changing conditions. In 
spite of its unilateral and unofficial 
character, its decisions and findings 
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have been accepted by both sides in 
every case. 

Other phases of this collective bar. 
gaining procedure are covered in de- 
tail in this article, and its numerous 
advantages are outlined. By R. P. 
Wollenberg and E. N. Cooper. Har. 
vard Business Review, Spring, 1938, p. 
366:7. 


What Needs Reform? 


Fortune’s latest Quarterly Survey, 
which tabulated the opinions of 5000 
Americans, included the question 
“Which of these is most in need of re- 
form: labor unions, public utilities, 
stock exchanges, the Supreme Court?” 

The public ranked labor unions at 
the top of the institutions that need re- 
form—38.6 per cent of those replying 
listing unions; 13.6 per cent, public 
utilities; 13.2 per cent, stock ex- 
changes; 3.9 per cent, the Supreme 
Court; and 29.6 per cent were unspeci- 
fic. Of the executives embraced by the 
survey, 52.9 per cent cited labor 
unions as being most in need of re- 
form; while even factory workers put 
unions at the top of the list of cul- 
prits, 35.6 per cent of them listing 
unions first. The public believes that, 
after balancing the budget, the second 
most important thing for Congress to 
do is to pass laws curbing labor or- 
ganization. 

From these opinions the conclusion 
follows that labor unions have made 
themselves unpopular with the public 
and the working group with which 
they are concerned. Past Fortune sur- 
veys have revealed that the public has 
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small sympathy for pickets; it con- 
demns sit-down strikes; it believes that 
non-strikers should have the right to 
continue working in struck plants; it 
likes William Green little, John Lewis 
less; it favors compulsory incorpora- 
tion of unions, as does labor itself. 
Yet in July, 1936, 59.8 per cent of 
the public felt that all, most, or at 
least some wage earners should belong 
to a union. Apparently the present in- 
dignation is directed at union leader- 
ship and rackets. Some of it may be 
inspired by a belief that Lewis has 
brought a worthy cause into disrepute, 
or even by a feeling that Green has 
been too inactive in the service of or- 
ganized labor. But it is clear that un- 
der the present leadership unionism 
has so fouled labor’s nest that the pos- 
sibility of a powerful national labor 
party in 1940 seems suddenly dimmed. 
Fortune, April, 1938, p. 102:1. 


Union Wage Rates of Motor-truck 
Drivers 


The average wage rate of union 
motor-truck drivers increased 6.6 per 
cent between May 15, 1936, and May 
15, 1937. The average hourly rate in 
1937 was 76.7 cents; in 1936 it was 
71.9 cents. More than half the mem- 
bers had rates of between 60 and 80 
cents per hour in both years. Time 
and a half was specified as the over- 
time rate in 61 per cent of the quota- 
tions, which covered 58 per cent of 
the total membership reported. 

The average full-time hours per 
week were 48.2 in 1936 and 47.8 in 
1937. Almost two-thirds of the mem- 
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bers had scales of 48 hours per week in 
both years. 

Under existing agreements, union 
membership is usually a condition of 
employment. About one-fourth of the 
agreements include the check-off sys- 
tem of collecting union dues, but in 
some cases only when individual mem- 
bers authorize the deduction. Vaca- 
tions with pay are granted in nearly 
a fourth of the contracts. Stoppages of 
work are prohibited during the life 
of the agreements, except that in some 
instances sympathetic strikes are not 
to be considered violations of the 
agreements. Monthly Labor Review, 
March, 1938, p. 745:7. 


Collective Bargaining Under the 
Wagner Act 


This issue of Law and Contempor- 
ary Problems is a timely and help- 
ful symposium of articles on the Na- 
tional Labor Relations Act. These ar- 
ticles touch on every one of the out- 
standing problems of which we have 
become aware in connection with this 
statute during its existence. The fol- 
lowing table of contents is the best in- 
dication of the scope of this collec- 
tion: Foreword and introductory note 
on the National Labor Relations Act, 
David F. Cavers; The determination 
of employee representatives, William 
Gorham Rice, Jr.; Unfair labor prac- 
tices under the Wagner Act, Robert 
H. Wettach; The duty to bargain 
collectively, Benedict Wolf; Machin- 
ery for the adjustment of disputes un- 


der new collective agreements, David 
A. McCabe; The enforcement of col- 
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lective labor agreements: a proposal, 
Harry D. Wolf; The intra-union con- 
trol of collective bargaining, Frank T. 
de Vyver; The effect of the Wagner 
Act on industrial relations, C. E. 
French; Amending the Wagner Act: 
the problem from the manufacturer’s 
viewpoint, John C. Gall and Raymond 
S. Smethurst; In opposition to “equal- 
izing” amendments to the Wagner 
Act: an excerpt from an address by 
Chairman Madden of the National 
Labor Relations Board; The settle- 
ment of industrial disputes in Great 
Britain, Dorothy Sells. 

The biographical notes included with 
these articles indicate the competence 
of the authors to handle the economic 
and legal questions involved. 

These highly interesting discussions 
of labor problems present a picture 


of what one of the authors, William 
Gorham Rice, Jr., describes as “an 
orderly progress in establishing a new 
system of employment control.” He 
views the training of workers in the 
democratic processes of collective bar- 
gaining as a contribution to the devel- 
opment of political democracy. 

The article on “Amending the Wag. 
ner Act from the manufacturer’s view- 
point” is a careful and well-considered 
discussion of proposals formulated 
by the National Association of Manu- 
facturers as amendments to the Wag. 
ner Act which would equalize the Act’s 
application to employers and employ- 
ees. The excerpt. from Chairman Mad- 
den’s address gives his viewpoint on 
these amendments. Law and Contem- 
porary Problems, Spring, 1938. 158 
pages. 


Shop Methods: Industrial Engineering, Standardization, 
Waste, Rate Setting, Time and Motion Study 


Sat Down and Wrote Up the 
Do and the Why 


When the Wolverine Tube Com- 
pany, of Detroit, undertook to study 
jobs in its plant a few years ago, it 
discovered a diversity of methods for 
getting work done. In most cases, in- 
dividual techniques were good; but 
training of apprentices was prolonged 
and expensive, because supervisors did 
not have job details fixed clearly in 
their minds, or failed to explain points 
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that to them seemed obvious. Thus 
it was decided to pool experiences and 
compile standard procedures for every 
job. 

In 1936, weekly meetings were be- 
gun and have been held every Satur- 
day morning since. All plant super- 
visors and engineers are included, the 
purpose being to write a specification 
for each operation, which by mutual 
agreement is to be the most efficient 
method of doing that job. Points are 
written down on a blackboard, and the 
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specialized knowledge of various in- 
dividuals is integrated into acceptable 
statements, understood by all present; 
these become the standard practice. 
The specifications include not only 
methods of doing the jobs but the rea- 
sons why these methods are used. 

Each major function is broken down 
into logical components and studied. 
Completed procedures are recorded 
and a copy given to the supervisor 
concerned. Another copy is posted in 
the department, where the employees 
can consult it. 

Changes and improvements in meth- 
ods have been important by-products 
of these cooperative job analyses. 
Training costs have been cut, and most 
important of all, perhaps, is the im- 
proved analytical thinking throughout 
all levels of the organization. By O. 
Z. Klopsch. Factory Management and 


Maintenance, May, 1938, p. 59:2. 


Safe Working Conditions at 
Goodyear 


The Goodyear Tire & Rubber Com- 
pany of Canada, Ltd., has endeavored 
to reduce to a minimum the hazards of 
manufacturing. 

A careful study of all methods of 
operations is continually being made, 
with a view to safeguarding equipment 
and production processes. Guards and 
safety stops are installed where there 
is any possibility that a hazard exists. 
Adequate hospital facilities are main- 
tained by the company, and complete 
records of accidents and accident costs 
are kept for the information of man- 
agement and the division operating 
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heads. Safety education is regularly 
carried on through the employee paper 
and by posting of general safety rules 
and departmental bulletins. Foremen 
are directly responsible for safe work- 
ing conditions in their divisions, and 
accident costs are charged to depart- 
mental expense. 

Each employee is required periodi- 
cally to answer a questionnaire which 
requests him to name the three things 
in connection with his job that he con- 
siders most hazardous. It is obligatory 
for workers to report to the hospital for 
treatment of all injuries, no matter how 
minor they may appear; for this reason 
the concern considers it bad policy to 
distribute first aid kits through the 
plant. Employees are also encouraged 
to furnish safety slogans, which are 
published over their names on the bul- 
letin boards. Cash awards are made for 
safety suggestions. Records are posted 
of the safety status of each department, 
and departments with no lost-time ac- 
cidents are presented with banners by 
the management. Finally, safety com- 
petitions are held annually among all 
Goodyear plants throughout the world 
and semi-annually between Goodyear 
rubber factories of Canada and the 
United States. By R. C. Berkinshaw. 
Manufacturing and Industrial Engi- 
neering, March, 1938, p. 14:2. 


Watts on Wheels 


Candles and oil lamps are poor 
sources of light compared with mod- 
ern illumination, but they have the 
important advantage of mobility. Al- 
though electric lighting units can be 
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located almost anywhere in a factory, 
when once installed they remain fixed. 
With conventional methods of installa- 
tion, changing the location of lighting 
fixtures usually involves considerable 
labor and expense. 

Means of obtaining mobility of 
lighting fixtures and small power 
equipment has recently beer. developed 
by Bull Dog Electric Products Com- 
pany. Basically, the new system of 
wiring comprises insulated copper 
busbars enclosed in and protected by 
a sheet-steel duct. Sections of duct 
are joined by the use of couplings, el- 
bows, and other fittings to form a con- 
tinuous, flexible distribution system. 
Lights, portable electric power tools, 
and any appliances or equipment of 
moderate capacity can be plugged into 
this system at any desired point, or be 
arranged to receive power from mov- 
able, current-collecting trolleys. If 
desired, provision can be made for 
fusing and switching at the tap-off 
points. . Though the system is designed 
primarily for single-phase service, it 
can easily be arranged to provide two- 
or three-phase service by the use of 
two parallel ducts. 

When it is desired that lights and 
tools be shifted frequently along a 
duct line without breaking the circuit, 
use is made of a terminal- or recepta- 
cle-type trolley. Trolley suspension 
permits lamps to be grouped when 
high intensity is required in one spot, 
or spaced for lighting a larger area. 
Where it is not required that lights or 
appliances possess the mobility that is 
provided by the use of the trolley, a 
special type of plug is employed. 


Other details of this electric distri- 
bution system are given in this article, 
and its various advantages are out- 
lined. By G. A. Van Brunt. Factory f 
Management and Maintenance, April, 
1938, p. 75:2. 


Studies of Hand Motions 


and Rhythm Appearing 
in Factory Work 


This bulletin presents the results of 
five investigations which were made to 
discover fundamental data that are 
common to all kinds or classes of 
manual work. 


Appended to the description of the 
second investigation (“A Study of 
Motion Paths Involving Different De- 
grees of ‘Change Direction’”) are the 
following conclusions: 


1. The average velocity of the hand 
moving through paths involving con- 
tinuous curved motions was consider- 
ably higher than on those involving a 
number of abrupt changes in direction. 

2. In general, the average velocity 
of the hand on a path, or the amount 
of time required for motion along 
equal distances, depends upon (a) the 
number of abrupt changes of direction 
involved, (b) the angle involved in 
each change of direction, and (c) the 
length of the segment between the 
abrupt changes of direction. 

3. Motions in a horizontal direc- 
tion (i. e., parallel to the front of the 
operator’s body) on a plane parallel 
to the floor tended to produce higher 
average velocities than similar type 
motions in a vertical direction (i. e. 
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perpendicular to the front of the op- 
erator’s body) in the same plane. 

4. The lower classification of mo- 
tions (i. e., those involving mainly the 
elbow joint) tended to produce higher 
average velocities over similar paths 
than motions of a higher classification 
(i. e. those involving mainly the 
shoulder joint). 


The five investigations are described 
in considerable detail, and significant 
conclusions are given for each. Nu- 
merous charts and illustrations are in- 
cluded in the text. By Ralph M. 
Barnes and Marvin E. Mundel. Uni- 
versity of Iowa, Studies in Engineer- 
ing, Bulletin 12, March 1, 1938. 62 
pages. 40 cents. 


MARKETING MANAGEMENT 


Analyzing the Radio Market 


By means of nation-wide personal 
interview surveys conducted more or 
less continuously during the past sev- 
eral years, considerable information 
has been uncovered concerning the 
nature and distribution of the radio 
audience. Much of this data, and the 
methods employed to obtain it, should 
be of considerable interest to adver- 
tisers. 

It was found in a 1937 survey (em- 
bracing communities of over 2500 
population) that there were in the 
United States 24.5 million radio 
homes, 4.5 million automobiles 
equipped with radios, and 4 million 
homes with two or more radio sets. By 
economic classes, radios were found in 
98.6 per cent of all homes with in- 
comes over $5000; 96.3 per cent of 
homes with incomes between $2000 
and $5000; and 85.1 per cent of 
homes with incomes under $2000. 

In urban communities 76 per cent 


June, 1938 


of all radios are in use sometime 
daily; 57 per cent are in use some- 
time before 6 p. m., and 64 per cent 
sometime after 6 p. m. The average 
radio set is in use over four hours 
daily, and the average length of the 
listening period increases directly 
with the length of time a set is owned. 
In the morning and afternoon the fe- 
male audience averages over 65 per 
cent of the total, while in the evening 
male and female listeners are almost 
equally divided. Recently, an inves- 
tigation of day-to-day audience turn- 
over revealed that a certain morning 
program broadcast five times a week, 
with an average daily audience of 3 
per cent of the available radio audi- 
ence, actually reached 12.8 per cent of 
the potential listeners sometime dur- 
ing the five periods it was on the air. 

Several methods are used to deter- 
mine the actual net advertising circu- 
lation of radio audiences. The coin- 
cidental telephone survey, which con- 
sists of random telephone calls made 
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during a program, offers advertisers 
a quick and fairly inexpensive means 
of discovering what share of the total 
listening audience, among telephone 
homes, he is reaching; however, its 
accuracy is limited by the fact that 
there are more than twice as many 
radio homes as telephone homes, and 
only in the upper economic brackets 
are both radios and telephones in gen- 
eral use. 

The “unaided recall technique,” the 
“complete program roster method,” 
and electrical recording devices for 
providing data on the actual size and 
type of audience which a program 
commands are also discussed in this 
article. By John J. Karol. The Jour- 
nal of Marketing, April, 1938, p. 
309:5. 


Depression Sales Ideas 


Even wher business is bad, sales can 
be won if they are fought for aggres- 
sively. The following is a list of some 
of the activities of sales managers of 
direct-mail firms which are now prov- 
ing effective: 

1. A check-up of advertisements 
and mail campaigns of the past three 
years to discover those which proved 
most effective. A small test of success- 
ful ads and campaigns in best media 
and to best lists at this time. 

2. A thorough analysis of sections 
of the country and lines of business or 
occupations from which most orders in 
the last six months have come; also, 
analyses of headlines, copy appeals 
and leader items which have seemed to 
be most productive during this period. 


3. Selling concentration based on 
findings of step two. 

4. An examination of advertise. 
ments and mail campaigns of the past 
year to determine whether too much 
“easy times” standardization, routini- 
zation and mechanization have crept 
into them. 

5. A revitalization of sales promo. 
tion material: package catalogs, la- 
bels, enclosures. 

6. Consideration of a more liberal 
credit policy for a limited time at 
least. 

7. Tests on lower-priced items of 
line, rather than sales emphasis on de 
luxe items. 

8. Special campaigns to good cus- 
tomers who have not purchased in the 
last six months. 

9. Development of cooperative 


campaigns with non-competing manv- 
facturers selling the same field. 

By Frank Egner. Printers’ Ink, May 
26, 1938, p. 11:3. 


Application of Research in 
Advertising 


Many companies constantly check 
their advertising expenditures to be 
sure that their money is being spent 
most effectively. It has been stated 
significantly that the Alexander Hamil- 
ton Institute, Dr. Eliot’s Five Foot 
Shelf, Phoenix Mutual, Doubleday, 
Doran, Inc., I. C.S., and the Book-of- 
the-Month Club spend an average of 
$100,000 a year on advertising and yet 
make their products as well-known as 
many advertisers who spend $1,000,- 
000 annually. The reason for this is 
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that these organizations test their ad- 
vertising. 

The following are among the meth- 
ods by which advertising campaigns, in- 
dividual advertisements, or direct mail 
ads may be tested before and after run- 
ning: (1) jury tests—used largely for 
testing appeals in connection with mar- 
ket surveys—psychologically not so 
sound as some other tests; (2) split- 
run tests in publications to determine 
relative effectiveness of color, illus- 
tration, headlines, etc.; (3) direct mail 
tests of advertisements using preprints 
of various appeals in copy; (4) un- 
aided recall; (5) aided recall—recog- 
nition; (6) coupon tests; (7) field in- 
vestigations, other than jury; (8) sales 
area tests; (9) historical method; 


(10) sales letters. 


In conducting such research, it 
should be remembered that few things 


will ever be proved by advertising re- 
search—though if an advertiser is 
open-minded, tests can point the way 
to important conclusions. And adver- 
tising testing cannot take the place of 
imagination and creative ability; it 
may, however, help to check such abil- 
ity and make it productive rather than 
just clever. There will probably he 
exceptions to every test and to princi- 
ples which tests reveal as sound. Every 
test should be verified by other tests 
before hard-and-fast rules are formu- 
lated, and in this connection interpre- 
tation is important. Test but one thing 
at a time—layout, headline, appeal or 
color. Be sure that any differences dis- 
closed by the tests are significant. And 
remember—the better the market re- 
search job, the less the need for an ad- 
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vertising research job. By Robert L. 
Gibson. Industrial Marketing, May, 
1938, p. 13:2. 


Quick Answers from Credit De- 
partment Speed Sales 


The Autopoint Co., of Chicago, re- 
cently discarded a cumbersome credit 
record system and established in its 
place a visible card arrangement which 
saves time and money and measurably 
improves efficiency. 

Under the new visible system the 
laborious and time-wasting task of 
“fingering” cards in the old upright 
files—in which it was possible to see 
only one card at a time—has been 
eliminated. Cards are grouped in al- 
phabetical classification, regardless of 
the customers’ location. Merits of the 
new method, now fully tested, include: 
(1) simplified filing that saves at least 
an hour each day; (2) any desired 
card located instantly; (3) visible dis- 
play of each customer’s name, city, 
state, and rate; (4) complete informa- 
tion in brief and orderly form. 

The equipment is a space-saver; 
and the cost of the new cards is less 
than under the old system, because 
cards are smaller and are of much 
lighter stock. Credit information can 
be added to from time to time with- 
out removing a card from the trays. 
When the cards are filed in their trays, 
nothing but the lower line (customer’s 
name, city, and state) is visible. Any 
particular customer’s record can be 
located in a single column, instantly 
visible, without the necessity of fum- 


_bling through a box of cards. 
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The new filing system has also re- 
sulted in improvements in other de- 
tails of this company’s credit depart- 
ment procedure. By Clarence Beecher. 
Sales Management, March 15, 1938, p. 
52:1. 


What “Type Face” for Your 
Radio Commercials? 


There are four chief tones of voice 
in which a radio sales message can be 
delivered: (1) corny, (2) smooth, (3) 
punchy or (4) “factual.” 

The corny presentation, of course, is 
the hello-folks kind of lingo. (Think 
of Oxydol’s own Ma Perkins, Amer- 
ica’s Mother of the Air. Or think of 
the Bob Burns touch.) The smooth 
tone of voice is high-hat, agreeably su- 
perior. (Think of the manager of a 
high class hotel. Think of an earnest 
edition of Ben Bernie.) The punchy 
is the hammer-and-tongs school ‘of an- 
nouncing. (Take the speed of Floyd 
Gibbons—or the wallop of a blow- 
by-blow fight announcer—or the sub- 
tlety of a four-base smack that clears 
the right field wall. Get the idea?) 
The “factual” delivery earns it quota- 
tion marks because, true as it may be, 
it is only seemingly factual in pur- 
pose. (This is the tone of voice of the 
home economics expert, of the busi- 
ness expert—of your friend of many a 
Vallee hour, good old, calm old, dry 
old Dr. R. E. Lee.) 

Each of these four tones of voice 
is a good one to use—in its place. Ob- 
viously, you can’t punch a Packard or 
go high-hat with a soap flake. Which of 
the four is best depends upon the prod- 
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uct and its market. And the tone has 
to suit the gist of the spoken message, 
too. 


The point to be emphasized is this: 
An advertiser should stick to one tone 
of voice in his radio commercial. The 
wrong note jars, no less than does a 
false note in music or a word set in the 
wrong type font. A commercial an- 
nouncement should be prepared with 
considerable care and should be re- 
hearsed with the announcer before- 
hand so that incorrect tones can be 
remedied. Whenever an announcement 
seems to have some indefinable fault, 
one tone above all others can be held 
suspect—the punchy. Don’t let your 
announcer shout or throw his punches 
too thick or fast. A listener can’t back 
away from a radio announcer’s left 
hook—but he can snap the switch. By 
Ernest S. Green. Printers’ Ink Month- 
ly, May, 1938, p. 18:2. 


These Salesmen Are Sure of a 
Raise—If They Deliver 


A plan that combines most of the 
best features of the straight salary and 
the commission basis of compensating 
salesmen has been proved practical by 
a Southern manufacturer’s representa- 
tive. 


A new salesman starts off at a set 
salary, which remains in effect for six 
months, regardless of how much or 
how little he sells during that time. 
The initial salary is determined by the 
company’s judgment of the prospec: 
tive salesman and the probable results 
he should achieve from his assigned 
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territory. Compensation at the end of 
the first half-year is based on the new 
man’s record during that time. His 
salary is adjusted so that he receives, 
during the second six months, what is 
in effect a commission on the orders 
he has brought in during his first, or 
probationary, period. Every six 
months thereafter his compensation is 
raised or lowered to conform with the 
sales that have been executed and the 
profits accruing to the company as a 
result of his efforts. Special emphasis 
is placed on the fact that salesmen’s 
salaries are based on a percentage of 
profits involved in their sales; conse- 
auently, the salesmen push the most 
profitable items. 

Under this procedure a salesman re- 


ceives just as much as he would if he 
were on strict commission; his income 
depends wholly on the resultfulness of 
his efforts. Salesmen appreciate the 
advantages of a steady income, and 
there have been instances of some who 
worked doubly hard during the last 
few weeks of a six-months’ period to 
maintain the pace set in the first few 
months, and thereby qualify for an 
automatic raise. From the company’s 
standpoint, though it gambles by pay- 
ing a man’s salary during his first 
half-year, the plan has eliminated the 
worries of order-padding, canceled 
orders, padded expense accounts, and 
many of the other difficulties attend- 
ing commission compensation. Sales 
Management, April 20, 1938, p. 40:2. 


FINANCIAL MANAGEMENT 


Again—the “Non-Par” Problem! 


The practice of clearing checks at 
less than par has again sprung up in 
various parts of the country and is 
taking its toll of costs from business 
firms which sell their merchandise in 
good faith and at a price agreed upon 
by themselves and their customers. 
One large rubber manufacturing com- 
pany reports that exchange charges 
levied by its customers’ banks on 
checks and other instruments tendered 
in payment by the customers amount 
to approximately $1500 monthly. A 
Southwestern firm reports that such 
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losses this year will total .5 per cent of 
its volume. 

A nation-wide survey discloses that 
the practice is most prevalent in a zone 
commencing in the extreme Northwest- 
ern section of the country, extending 
down the Mississippi valley and across 
the Southeastern region. Lack of uni- 
formity of bank deductions is a de- 
moralizing influence which adds to the 
problems of concerns that are selling 
in non-par states. And the extent to 
which non-par clearance has lately 
spread destroys any feeling of assur- 
ance that firms which are not now pay- 
ing exchange charges will continue to 





be exempt from them unless the spread 
of the practice is definitely checked. 
Though banks should be compen- 
sated for reasonable service expenses. 
such charges should be levied upon the 
customer of the bank which clears the 
check or draft, and not upon the payee 
who sold the merchandise to the cus- 
tomer. One of several steps can be 
taken by individual companies to aid 
organized efforts that are now being 
made to eliminate some of the difficul- 
ties of non-par clearance: (1) the 
amount of the bank charge may be in- 
cluded in the invoice; (2) customers 
may be advised that exchange charges 
should be paid by them; (3) a request 
that checks drawn in payment be 
drawn on banks which clear at par 
may be imprinted by rubber stamp on 
invoices; (4) the first exchange charge 
of an account may be absorbed by the 
payee, who should notify the customer 
that the charge represents an unjusti- 
fied deduction from the agreed price, 
and bill him for subsequent charges. 
However, the method taken to meet 
this problem must be determined by 
the nature of a company’s operations. 
By Horace Johnston. Credit and Finan- 
cial Management, May, 1938, p. 6:4. 


Uncle Sam at the Inflation 
Rubicon 


In April, 1790, in response to an 
overwhelming demand for “popular” 
money, the government of France is- 
sued 400,000,000 francs in paper cur- 
rency to provide for its obligations 
and stimulate business. Thus France 
was assured a brilliant future, the 
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more so that the notes were most hand. 
somely engraved and carried a por. 
trait of the king (with his head stil] 
on his shoulders). Further, the Na. 
tional Assembly declared that these 
assignats, as they were called, pos. 
sessed a value “real and immutable.” 

Unfortunately, when these had been 
spent and pressure was being exerted 
on the government to “do something 
about” the country’s distress, Mirabeau 
(who had once denounced paper 
money as “a veritable debauch of auv- 
thority in delirium”) advocated one 
more large issue of bills, to be secured 
beyond all doubt by the faith of the 
people of France. This second shot in 
the arm settled the issue—and also the 
fate of the assignats. Ultimately the 
400,000,000 francs became 45,000,- 
000,000 and circulated for one six- 
hundredth of, their face value. 

In two respects, and these the all- 
important ones, this ancient history 
has a parallel in the inflation problem 
of the United States: (1) The first shot 
of inflation did not work the wonders 
expected, and was followed by a re- 
lapse; and (2) the physicians, unwill- 
ing to admit error, decided that the 
time had come for a second and larger 
dose. 

Today, since we have the agency of 
bank credit, we do not need the stimu: 
lant of greenbacks. Our Treasury 
simply sells its obligations and then 
draws checks against the deposits it 
has thereby secured in banks. The 
people receive the checks and deposit 
them in banks, which then find their 
deposits increased, while the liabilities 
thus created are offset by the federal 
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bonds in their portfolios. When this 
point is reached the Treasury still 
finds itself with a deficit and many 
millions of people still find themselves 
unemployed; while instead of having 
pieces of paper money in circulation, 
the Treasury is saddled with interest- 
bearing obligations. Paper money 
would be more obvious and immediate 
in its operation, but the result is es- 
sentially the same. By Charles J. Bul- 
lock. Barron’s, May 30, 1938, p. 10:1. 


Practice in Applying Overhead 
and Calculating Normal 


Capacity 


In a recent study by the National 
Association of Cost Accountants prin- 
ipal emphasis was placed on an ef- 
fort to determine the various methods 
used in calculating normal capacity 
for burden rate determination. Ques- 
fionnaires were submitted to 224 mem- 
bers of the Association, and the result 
s a fairly representative picture of 
methods most commonly used by Am- 
erican industrial companies. 

The advantages of predetermined or 
standard burden rates are too well 

own to require comment. It is 
herefore a little surprising to find 
at, while 205 of the 224 companies 
overed by the survey use standard 
ates, 18 companies use actual burden 
ates. 

Forty-eight companies use a single 
bverhead rate for the entire plant; 98 
ompanies, a separate rate for each 
productive department; 52 companies, 
h separate rate for each cost center; 
L0 companies, both departmental and 


cost center rates; and 5 companies, a 
separate rate for each class of prod- 
ucts. The number of companies using 
a single burden rate for the entire 
plant is surprising, since some rather 
large companies with diversified lines 
of products are included in this group. 

Actual direct labor cost is used as 
the sole base, or as a major or second- 
ary base, in the application of over- 
head by 109 concerns. Actual direct 
labor hours, actual machine hours, 
weight basis, standard machine hours, 
and standard direct labor hours are 
used by 48, 43, 36, 35, and 33 com- 
panies respectively. Other bases less 
commonly used are: unit of product, 
material cost, prime cost, and stand- 
ard direct labor cost. 

Generally speaking, most of the 
companies revise their burden rates 
annually (101), “when necessary” 
(37), or semi-annually (22). Sixty- 
seven concerns reported that they base 
their burden rates on “estimated pro- 
duction for the period,” and 127 com- 
panies on “estimated normal capacity.” 
Of the companies using estimated pro- 
duction, five base production or ca- 
pacity on ability to produce only, and 
47 on ability to produce and sell. Of 
those using normal capacity, 34 base 
production or capacity on ability to 
produce only, and 91 on ability to pro- 
duce and sell. 

Considerable other data is given in 
this survey, including information on 
idle equipment cost and an analysis of 
the various factors usually considered 
in arriving at normal capacity. By 
R. P. Marple. N. A. C. A. Bulletin, 
April 1, 1938, p. 917:20. 
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Age Analysis Values 


Ten advantages of age analysis of 
charge accounts have been discussed 
in a booklet prepared by Dr. Clyde 
William Phelps, of the University of 
Chattanooga, and published by House- 
hold Finance Corporation. These ad- 
vantages are said to be: 

1. An age analysis record indicates 
. how business and customers are lost if 
accounts are allowed to become slow. 

2. The age analysis enables one to 
perceive more clearly the fact that 
there is a direct relationship’ between 
slowness of accounts and bad debt 
losses. 

3. The age analysis record makes 
it possible to discern the direct rela- 
tionship between slowness of accounts 
and extra bookkeeping and collection 
costs. 

4. The age analysis record indi- 
cates concretely the direct relation be- 
tween slowness of accounts and extra 
interest costs. 

5. Age analysis reveals the propor- 
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tion of frozen assets in accounts re. 
ceivable. 

6. The age analysis may disclose 
the relationship between slow accounts 
and the failure to take full advantage 
of cash discounts and of profit-making 
opportunities. 

7. The age analysis record will of. 
ten reveal the relationship between 
carrying slow accounts and the neces- 
sity of borrowing from the bank. 

8. The aging of accounts receiv- 
able brings to light the relation be. 
tween slow accounts and the capital 
turnover and rate of profit. 

9. The use of age analysis suggests 
how the reduction of slow accounts 
may enable a company to offer cus- 
tomers a better deal on quality, ser- 
vice or prices, and thereby improve its 
business. 

10. Age analysis is indispensable 
for measuring the actual cost of carry- 
ing slow accounts. 

Credit and Financial Management, 
May, 1938, p. 33:1. 


Insurance abstracts are contributed by P. D. Betterley, 
Insurance Consultant, Graton & Knight Company. 


Coinsurance 


Coinsurance—a much discussed fea- 
ture of insurance—has been explained 
competently and from some new an- 
gles by Professor Ralph H. Blanch- 
ard of Columbia University. 


The term “coinsurance” is used to 
designate various arrangements under 
which losses are shared by insurance 
carriers, and also the practice of re- 
quiring an insured to bear part of his 
own loss under certain conditions. 
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he fundamental insurance law. “The 
nsured is considered to be his own 
nsurer for the excess, and conse- 
uently bears a proportional part of 
he loss, in the absence of any agree- 
ent to the contrary.” 

Coinsurance might appear to be a 
heme to force insureds to carry in- 
urance beyond their desires merely 
or the enhancement of the income of 
nsurance carriers. Why should one 
ho has insurance in the amount of 
9000 on property worth $10,000 not 
e indemnified for any loss to a 
imum of $5000? A popular an- 
er to this question, which is not 
ithout validity, is provided by a 
cond question, which might be asked 
y the insurer: Suppose that a loss 
f $5000 or less occurs—to which 
alf of the value does it apply, the 
nsured’s or the insurer’s? The basic 
eason for the application of coinsur- 
nce is found in the fact that the 
robability of loss is greater, in many 
orms of insurance, in the lower than 
n the upper brackets of value. Jour- 
of American Insurance, April, 
1938, p. 13:3. 


To Extend Work on Accident 
Control 


Sixty-one stock casualty insurance 
and surety companies have inaugu- 
rated an extensive program for acci- 
dent control through the National Con- 
servation Bureau. 

This Bureau will act in cooperative 
or advisory capacities with federal, 
State and municipal authorities as 
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well as with other agencies engaged 
in accident prevention. Among the 
major projects to be undertaken and 
developed by the Bureau are: selection 
of two laboratory cities for experimen- 
tal and test work in traffic accident con- 
trol; publication and distribution of 
40,000 copies of “The Handbook of 
Industrial Safety Standards,” a man- 
ual of standard safety practices in in- 
dustry; development of a uniform 
code to guide periodical inspections 
of motor vehicles; promotion of regu- 
lar safe driving instruction; and de- 
velopment of engineering techniques 
to reduce dust and toxic hazards which 
may lead to occupational diseases. 
Journal of Commerce, New York, 
April 5, 1938, p. 8:1. 


Settlement of Insurance Cases by 
Trial 


It frequently happens in the defense 
of various types of insurance cases 
that a trial by the court is preferable 
to a trial by jury. In that class of 
cases in which the facts are compli- 
cated, the courts have held that the 
parties upon motion have the right to 
a trial without jury—i.e., trial of the 
case by the court sitting as an equity 
judge—hbecause a jury of ordinary in- 
telligence would not be able to com- 
prehend the facts and arrive at a cor- 
rect verdict. 

In Ex Parte Young, 209 U. S. 123, 
28 S. C. R. 441, the Supreme Court 
was called on to consider this ques- 
tion and said: “All material evidence 
having been taken upon these issues, 
it has been held that it ought to be 
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referred to the most competent and re- 
liable master to make all needed com- 
putations.” 

In McMullen Lumber Company vs. 
Strother (8th C. C. A.) 136 Fed. 295 
(st. p. 303), the court declared that 
there is no “obstacle to a resort to 
equity, where, from the peculiarly 
complicated transaction, a trial by a 
jury at law would, in all reasonable 
probability, fall far short of the re- 
medial adequacy of a proceeding in 
equity . . . How could such involved 
issues, requiring close analysis, intel- 
ligent separations, discriminations, 
and calculations, be made with even 
approximate accuracy by the average 
jury?” 

In Goffe & Clarkener vs. Lyons 
Milling Company, 26 Fed. (2d) 801, 
803, Judge McDermott said, in quot- 
ing the Circuit Court of Appeals in 
157 Fed. 808: “Where the remedy at 
law and the remedy in equity in- 
volve an accounting and the consid- 
eration of many items, the remedy in 
equity is more complete and efficient 
and better adapted to attain the ends 
of justice than the remedy at law.” 

And citing the Supreme Court of 
the United States (Bank vs. Dudley, 2 
Pet. 491) the court held: “It is not 
enough that there is a remedy at law; 
it must be plain and adequate or, in 
other words, as practical and as efh- 
cient to the ends of justice and its 
prompt administration as the remedy 


in equity.” Insurance Decisions, April,. 


1938, p. 409:4. 

Editor’s Note: Much credit is due 
those who prepared these summations 
of court opinions concerning the difh- 
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surance. The various phases of its ap 


plication should be under expert su-genti 


pervision. It is too much to expect 
one who has not devoted much studyjpss 
to the many ramifications of the sub 
ject to pass wise judgment upon i 
either as a buyer, producer, legal in 
terpreter, or as a justice or juryman# 


What is a “Fire”? 


An interesting discussion of the sul 
ject “What Is a Fire?” is contained ing 
a recent issue of the University of 
Newark Law Review. 

The standard fire insurance policy 
covers “all direct loss or damage b 
fire.” But nowhere in this fulsome 
contract is a definition of the word 
“fire.” What is it? What are its dis 
tinguishing features—its ingredients 

The first requirement, to satisfy the 
composite legal formula developed in 


the cases, is that there must be igni-freadi 


tion, producing a visible glow andi 
flame or light. The point seems to be 
taken for granted. 

Unless, therefore, there be actual 
ignition, the insurers are not liable. 
It is not essential that the identical 
property to which the damage oc 
curred be consumed or even ignited, 
but there must be a fire or burning 
which is the proximate cause of loss.‘ 
It is immaterial how intense the heat #! 
may be; unless it be the effect of. ig 
nition, it is not within the terms of 
the policy. The heat of the sun often#* 
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Editor’s Note: Indemnity under in- 
urance contracts is not obtainable ex- 
epting on the establishment of cer- 
ain facts, and these frequently have 


inja habit of laminating themselves one 


icyaloubts as to cause and effect. 


pon another, 


of creating near- 
nysterious circumstances, or raising 
Then 
ollows the difficulty of determining 


ma@whether a loss was an insurable one. 


This fascinating subject is covered 


isn a most interesting manner in the 


receding article and still more com- 


@pletely in the Law Review from which 


e material is drawn. It is well worth 


ifeading by the student of insurance 


- heat 
of. ig- 
ns of 
often 


and the policyholder so that he may 
e better able to determine the scope 
of insurance coverage. 


Insurers’ Right to Repair 
Property 


ion of a mortgagee that, where its 
nterest was covered by a mortgagee 
lause attached to a standard fire in- 
surance policy, the provision of such 


policy giving the insurer an option to 
repair, rebuild or replace the prop- 
erty loss was not binding upon it and 
a recovery could be had although the 
insurer elected to repair and actually 
did repair the insured property. 

The policy provided that “it shall 
be optional, however, with this com- 
pany to repair, rebuild or replace the 
property lost or damaged with other 
of like kind and quality.” 

A mortgagee clause attached to a 
standard policy of insurance creates 
“a new insurance contract composed 
of the provisions in the clause and 
such of those in the policy as are 
essentially applicable to the mort- 
gagee clause and the mortgagee’s in- 
terest,” the court stated. 

Under such conditions, an insurance 
company does not breach its agree- 
ment with the mortgagee but merely 
observes one of the methods of pay- 
ment provided for in the policy. The 
Weekly Underwriter, April 2, 1938, 
p-. 840:1. 


Insurance Cost Control by 
Conservation 


There has been but one effective 
method of achieving a permanent and 
progressive reduction in the cost of 
insurance and that is in the conserva- 
tion of property through the preven- 
tion of loss and in the conservation 
of life and limb through the preven- 
tion of accident. 

No accident and loss prevention 
work can be of any real value to an 
assured or to an insurance company 
unless the same experienced mind that 
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has recognized the risks which must 
be insured against can direct and su- 
pervise every effort made to prevent 
the occurrence or mitigate the severity 
of losses and accidents. And it should 
be realized that in every claim there 
is a certain element of loss beyond 
compensation in terms of money. 
Back in 1912, before the safety 
movement was founded, there were 79 
fatalities per 100,000 employees in 
industry, and in 1937 there were 49} 
per 100,000. Nevertheless, consider- 
able harm has been done to the safety 
movement by programs which have 
been overdone and misdirected. Suc- 


cess in the promotion of accident pre. 
vention work has been due entirely to 


vention work based on the eternal 
trinity of engineering, education and 
enforcement. Success in most lines of 
endeavor starts at the bottom, but 
success in accident prevention work 
must start at the top. 

Barring the exceptional small risk, 
every risk should have a credit and 
not a debit: where a debit is present, 
there is something wrong with the 
service. The Eastern Underwriter, May 
13, 1938, p. 37:1. 





Survey of Books for Executives 





Consumers and the Market. By 
Margaret G. Reid. F. S. Crofts & 
Co., New York, 1938. 584 pages. 
$3.75. 


Many books have been written about 
marketing from the standpoint of the 
marketer; relatively few have ap- 
peared that consider the position of 
the consumer in the market. Here is a 
book that discusses sympathetically 
the problems of the buyer that are 
created by our marketing and retail- 
ing processes. The author pictures the 
consumer beset on all sides by be- 
wildering and conflicting claims of ad- 
vertisers, ignorant as to values, un- 


212 


trained in the buying science, and the 
fair prey of every seller who operate: 
on the policy, “let the buyer beware.” 
The author does not deny Pitkin’ 
description. of consumers as “economic 
imbeciles.” She admits that consumers 
are very poorly informed, are uncer- 
tain in their market selection, credv- 
lous and easily influenced, very sus- 
ceptible to flattery. The author points 
out, however, that while such criticism 
may be justified, it should be tem 
pered with an appreciation of the eco- 
nomic twilight in which the consumer 
operates. The average shopping-basket 
consumer is at the same time the mos 
important and the least efficient enti 


The Management Revie 





fin our economic structure. The rea- 
sons for this inefficiency are that con- 
sumers must select from among the 
goods offered those most nearly suited 
to their needs. Only if their incomes 
are very high can they have goods 
made to order. Small-quantity pur- 
chasing does not permit extensive 
shopping or testing of goods. Buying 
is often crowded into spare moments 


iskgJand is only one of the many tasks 


and activities carried on. A multitude 
of different goods must be selected. 
Without training and with very litt'e 
experience, consumers must match 
their wits against salesmen skilled in 
the art of selling and often trained by 
professional teachers. 

Every book about consumer prob- 
lems has a stout chapter on advertis- 
ing, and “Consumers and the Mar- 


ket” is no exception. It has, in fact, 
three chapters colorfully given over 
to this subject. The author apparently 
Bsubscribes to the observations of Dr. 
§ Johnson, whom she quotes from The 
Idler of January 20th, 1758, viz.: 


Advertisements are now so numerous 
that they are negligently perused and 
it is therefore become necessary to gain 
attention by magnificence of promise 
and eloquence sometimes sublime and 
sometimes pathetic. Promise, large 
promise, is the soul of an advertisement. 
. . « The trade of advertising is now so 
near to perfection that it is not easy to 
propose any improvement. 


Has advertising changed so much 
since 1758? The technique may have 
changed, but it is still “promise, large 
t§ promise.” Advertisers urge, persuade, 
plead, cajole, and even'threaten. There 
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is scarely a place in the civilized 
world where advertising can be escaped. 

This is a comprehensive and provoca- 
tive book. It covers considerably more 
than is indicated in this brief notice. 
Aimed primarily at the problem of 
consumer education, it is an excellent 
approach toward that end. 


Coalition or Chaos? By Roger W. 
Babson. Fleming H. Revell Com- 
pany, New York, 1938. 140 pages. 
$1.25. 


Using Spain as an object lesson, 
Mr. Babson in “Coalition or Chaos?” 
warns the United States that a great 
catastrophe is at hand unless there is 
a general coalition of political inter- 
ests. Spain, says Mr. Babson, broils 
in civil war because she failed to do 
what England did in the years imme- 
diately following the World’ War. 

“The diplomats of every foreign 
country reported from their London 
embassies that revolution could not be 
avoided,” the author writes. “These 
foreign observers were all wrong. 
The English people loved to struggle 
within their government, but would 
never risk destroying their govern- 
ment. Hence when the crisis came 
they turned to coalition. When, how- 
ever, the crisis in Spain came, in 
1936, the Spanish people did not think 
enough of their government to unite 
all parties in a common cause. All 
groups went out to destroy the gov- 
ernment.” 

Mr. Babson points out that in the 
United States there is an ever-growing 
body of individuals from all classes 
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who would change the form of the 
government. What the result of this 
growing movement will be depends 
upon whether our different parties 
will coalesce in an emergency. 

“Will party power and prestige 
willingly be sacrificed for the com- 
mon good? If not, the United States 
is destined to go the way of Spain,” 
Mr. Babson warns. 


A Raw Commodity Revolution. By 
Melvin T. Copeland. Harvard Uni- 
versity Graduate School of Business 
Administration, Boston, 1938. 97 
pages. $1.25. 


The author of this study believes 
that much of the financial derange- 
ment, social distress, and political un- 
rest which has plagued the world for 
the last twenty years is traceable to a 
vast revolution in the prices of raw 
commodities. Dr. Copeland points out 
that technological developments, plus 
the opening up of new sources of pro- 
duction under stimulus of war and 
postwar influences, have increased the 
production of many great staples; and 
that, in a number of instances, shifts 
in demand have reduced market needs 
for these staples. Thus, the old de- 
mand-supply relationship has been up- 
set for raw commodities upon which 
literally thousands of people are de- 
pendent for their livelihoods. In gen- 
eral, the changes have operated to 
produce a perennial glut in the mar- 
ket, and hence prices have fallen. 

Dr. Copeland concludes that the ef- 
fects of these forces are by no means 
complete, that the revolution has not 
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ended, and that when it is over the 
prices for many raw commodities will 
be permanently lower in relation to 
other prices than they were prior to 
1918 or 1920. 

Many attempts have been made to 
combat these disturbing trends, the 
report explains, but practically all 
these attempts have failed. Import 
tariffs, preferential trade agreements, 
valorization schemes, cartels, govern- 
mental controls of production or 
marketing, and monetary measures 
have been tried without success. At 
best these devices have held the forces 
of revolution at bay temporarily, and 
thus have given men more time in 
which to readjust their disturbed af.- 
fairs. Inflation, says Dr. Copeland, 
does not afford a way out. The cur- 
rent trouble is caused, not by a low 
general level of prices, which might 
be raised by monetary means, but by 
a change in the relation of raw com- 
modity prices to the prices of semi- 
finished and finished goods. Inflation, 
for the most part, tends to affect all 
prices alike, and hence is not a rem: 
edy for a disturbance in the relation- 
ship of one group of prices to another 
within the price structure. 

“Despite the hardships visited upon 
those who suffer losses and _ those 
who have difficulties in meeting the 
new conditions, this raw commodity 
revolution, like many another revo- 
lution, has its bright side,” Dr. Cope- 
land comments in conclusion. By 
technological improvements, physical 
burdens have been lifted. from the 
backs of many workers, and new jobs 
by the thousands have been created. 
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Moreover, the revolution “by provid- 
ing a greater abundance of basic raw 
materials, will yield a higher stand- 
ard of living for the world at large.” 


Trade Agreements and the Anti- 
Trust Laws. By Harry Aubrey 
Toulmin, Jr. The W. H. Anderson 
Company, Cincinnati, 1937. 540 
pages. $7.50. 


This is a comprehensive volume de- 
signed for the executive and his coun- 
sel as an aid to determining what is 
legal and what is not legal under the 
Sherman Anti-Trust Act, the Federal 
Trade Commission Act, the Clayton 
Act, and the recently enacted amend- 
ment to the Clayton Act—the Robin- 
son-Patman Price Discrimination Act. 
The book provides information and 
discussion both of the theories of the 
law and its application in the draft- 
ing and execution in a practical man- 
ner of agreements between the pur- 
chaser and the seller and between vari- 
ous persons, firms and corporations 
within an industry. 


Trends in Compensating Sales- 
people. National Retail Dry Goods 
Association, New York, 1938. 76 
pages. $2.50. 


During recent years there has been 
a tendency for department, dry goods 
and specialty stores to experiment 
with wage payment plans in an at- 
tempt to find more satisfactory meth- 
ods of compensation. Some of this ex- 
perience and the current trends are 
reported in this volume. 
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Stores which employ incentive plans 
for the making of sales are primarily 
those in which experimentation in 
wage methods has been greatest dur- 
ing the last seven years, according to 
the study, which analyzes the com- 
pensation methods of a selected group 
of department and specialty stores. 
Furthermore, the experimentation has 
been primarily among stores of larger 
volume, since the straight salary meth- 
od of paying salespeople predom- 
inates in the smaller volume stores, 
and such of these as were included in 
the survey show little tendency to 
switch over from the straight salary 
to incentive plans. 

The outstanding trend in salesper- 
son compensation, among the stores 
studied, was found in a general indi- 
cation that quota-bonus plans have 
grown in favor in the past seven 
years, while during the same period 
there has been a general decrease in 
the number of stores paying a com- 
mission on all sales. 

The last study on compensation of 
salespeople in the department: store 
field was made in 1930. In that year, 
30 per cent of the stores surveyed 
paid a salary and a commission on 
all sales, whereas only 13 per cent of 
those included in the present study 
follow this method. The quota-bonus 
plan, on the other hand, was in use 
in only 15 per cent of the firms 
which were included in the 1930 
study and is being used by 38 per 
cent of the firms whose methods are 
analyzed in the present report. 

“In the application of compensa- 
tion plans in department stores past 
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experience proved that it is not so 
much what plan you use as how you 
use it,” the report points out. “Able 
management can insure the successful 
operation of any of these wage pay- 
ment methods, and:no one plan can 
be selected as the best for any store. 

“Selling experience can be good or 
bad under any compensation plan in 
use. The fact that a particular plan 
works well in one store is no guar- 
antee that it will work equally well 
in another. Experience shows also 
that a good basic salary is as ef- 
fective an incentive as the payment 
of commissions or bonuses. The rate 
of commission or bonus which works 
well in one store has been found in- 
adequate in another.” 


Business and Modern Society. Ed- 


ited by Malcolm P. McNair and 
Howard T. Lewis. Harvard Univer- 
sity Press, Cambridge, 1938. 411 
pages. $5.00. 


. Included in this volume are four- 
teen papers of a thoughtful and stim- 
ulating nature written by members of 
the faculty of the Harvard School of 
Business. The various papers, we are 
told, set forth the personal views of 
the authors and make no attempt to 
survey the field of business in any 
comprehensive and orderly manner. 
The volume reflects catholicity of 
ideas and interests rather than any 
settled pattern of conviction; indeed, 
there is a clash of opinion at more 
than one point. 


Some of the papers represent ex- 
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plorations on the frontiers of business | 
thought, efforts to grasp and state | 
problems in new areas where manage. — 
ment is aware of growing pressure _ 
from forces only partly understood. — 
Others endeavor to examine and ap- ” 
praise some of the changing aspects — 
of the modern business scene, to focus. 
in due perspective a part of the march — 
of economic events. In another group _ 
of articles the authors are chiefly con- | 
cerned with improving the tools and | 
techniques of management and admin- 
istration, and at the same time with’ 
clarifying the philosophy of those’ 
who use them in the direction of en-7 
terprise. 

Some of the concepts which the vol- 
ume presents are: that the business 
executive of the present day must be 
alive to the existence of problems 
broader than those of his own indi- 
vidual enterprise, or even his own’ 
industry—problems growing out of 
the dependence of businesses on one 
another, as well as the mutual inter-™ 
dependence of business as a whole 
and practically all forms of social ac-’ 
tivity; that the business man, in or- 
der to understand the society of which 
he is a part, must base his thinking 
on categories more inclusive than’ 
those of applied economics; that the 
quality of management as well as the 
tools and techniques used in the job 
of managing a business can be greatly 
improved, with no sapping of the 
vigor of enterprise; that the need is 
increasingly evident for management, 
especially in large concerns, to ac’ 
cept the responsibilities of steward- 
ship for a varied range of interests. 
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